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Svmzery
Until 1955, Syrian economic relstions with the Sins-Savwles Hiow
had been extremsly limited. The Bloo acoounted inr leas than 3 percent
of Syria's total trade, end only Cgechoslovakia bad any offisial econtact
with the Syrian Covermment. Toward the closgs of 1954, thse Blos wder
took a more active soonomiz policy in am stdempt %o apand easponis
rzlations with Syria, With the aid of elaborste paviliions asd stpe-
tegloaily designed rropaganda the Bloe sountvies dowmis toe flies
two Imterpaticnal fairs bald in Demssous duping Sapbenhar 193 and 1955,
Nire Bloe counvries pariivipeted in the Third Dammscues Ioternatlosal Teis
in Septemwber 1956, end conducied aggreseive advertising <smpaignzs in loasl
nevsrArers. (n the mesntims, numercus Bloc o wofadal, scleabifie, and
mnderteles by the Bloo. The Commundst Chiness Goverwrss
by Syria ang Znst Germeny was grented permissd
in Demaps:
By tie sud of 1954, Syela hed sigved olne
Bloe==mnre than sny obher und sydevelopsd fra
markehing xeag
sotton marked
i Fravee-=the majuw importer of Syrisn cobton--oub of Tie wackst. By the
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end of Janugry 1957, the Bloc hed contracted for approximately 50 per—
cent of Syriais exportable esotton. To relisve 2 fuel shortsge vesulting
from ita sabotage of the Iraq Pstroleum Company pipeiines, Syria pur—
chaged a large proportion of its petroleun requivaments from the USSR.

To dete several Bloe countries bave bsen awnrded zonptruction con-
wracts in Syris valued at a minimum of $28 million and have placed bids
totalling $10 mill¥ion on other projects. Cazechoslovelia hay besn avarded
@ contract %o construct & major petroleum raf finery in Syria. The most
significant agreement between Syria and the Blos has besn the purchage
by Syria of Blos arms valuad at approximately §70 million, thus fsreing
Syria tc commit an ingortent part of futurs barley and eotion SrOps -

Ths affect of the Bloe’s appearancs &s a @h&myi@u of Syrian soliticaml
and economle interssts has been to further sxacerbate Syrisr relations
with the West. As a vesult of the Algerian and Suez crisss, Syrian eco-
nomic relations with France apd the United Ringdewm are at o low ebb,
Thege cvvaisles have boen twp of Syriafts most fmemprtant trading partners-
In the pest Prang & alone; took mors than heif of Syria's cotton expovts.

The cost of nilitary cxpenditures and the loss of impovbant szources
of forelign exchange nave severely @ur%alled Syria's sinm-year development
program~ The program, deaignad to expand agricul tural produstion snd
Productivity, calls for an expesditure through 1561 of $153 milliecn for

irrigation projevis, roads, airports, drainags wmujests, port development,
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25X

Approved For Release 2003/10/012 CIA-RDP79T01049A001500190002-3




i ’ Approved For Release 2003/10/01 : CIA-RDP79T01049A001500190002-3

L 25X1

and an cil refinery, Two major undertakings, estimated to zost about

$255 niilion, were scheduled for initia) surveys during 1957. A major
source of funds for this program wag to have been oil transit revenues
from the Iraq Petrolewm Company. The International Bank for Reconstruction
and Development had cutlined a six-year program which would eosgt about
$270 million, but most of the Projects recomsended were mush smellor

then those contemplated by the Syrien Government.

Although the major share of the cost of Syrian sconomic development
must be finsnced from internal sources, a sizeable amount of foreign in-
vestment will be needed if the program is to assurs significant propor=
tions. As nationaliet fervor has pushed Syria increasingly toward the
left, however, foreign private capltal has become uawilling 4o expand
investuents in Syria, The Bloe, despite numercus gemeral offers to vro-
vide whatever economic asslstance Syria requires, dess nst appear willing
to becoms an alternstive soures of investment funds on a large scale,
although it may be ¥llling to underteke smaller, individuel projects.

The combination of rempant nationalism, the loss of a significant
amount of oil trangit Tevenues, the arms agreement with the Bloe and the
estrangement with mejor Western trading partners has gerved to pagh Syria
into zlosgaer poiitico—sconowic reisticns With the Blo: and bes erasted
Zericus ecuiwmic problems for Syria whieh, as a aivizngr, Wikl fequii‘é

Poatronemsnt of Syrials program for esonomic developnent.
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I. Genersl Economir Problems
A. Intreduction

The majority of the projects necessary for improving economic
welfare in most of the underdeveloped countries are of such magnitude
as to require sizeable investments from external sources. Coenssquently
the political climate in which economic development, takes place has
become a primary consideration affecting the scomomic development of
thess countries. In hany areas of the world mationalism and anbagoniem
based on anti-colonial feelings have created conditicas wilch sericusly
affect the availability of direct, large scale, private investment.

As foreign private investors have become reluctant to supply the capital
requirements of underdeveloped countries, and ss western governments
have been siow te £ill the investment gap, the Soviet hloc has been
presented with an excellent opportunity to play an increasing role

in the economie progress of many fres world areas.

In Syria, the proﬁlem has been magnified to an sxtent that in
many instances political considerations have become the almost execlusive
determinants of econemic decisions. Kationalism, an%ag@niam't@uard the
West (arising particularly out of the Arab=Isrecli eonfiict) and a
general fear of the resurgence of Weastern colonial demination have
censiderably incraased Syria®s political and ecopomic vulnerability to
the blandishments of the Joviet Bloe.

— 25X

b
Approved For Release 2003/10/01 : CIA-RDP79T01049A001500190002-3




Approved For Release 2003/10/01 : CIA-RDP79T01049A001500190002-3

SECRET

X1 ", | |

Syria is primarily an agricultural country. Cotton, wheat and

barley are Syria's major crops and the major commodity sources of foreign

exchange. Approximstely 70 percent of the people derive their iiving

directly from agriculture and a considerable portion of the rest earn

their incomes by handling or processing agricultural commodities. 1/

As a result, a program aimed at improving the living standards in Syria

must emphasize investment which would increase sgricultural productivity.

There 1s still a Jarge quantity of untilled'laad available in Syria

but the lack of water ssriously limits its utilization. The total

arabls land is estimated at 5.5 million hectares®, of éhich about

303 million 1s under cultivabtion. Irrigated land accounta for only

about 10 percent of the land under cultivation and periodic droughts

tend %é make agricultural production extremely unstable. 2/ Dus to a

severe drought in 1955, the harvest of wheat and barley was approximately

half the 1954 crop and almost all exports of wheat were prohibited. 3/
Syria is alzo faced with the problem of raising the relatively

low productivity of its agriculture. The maximum yield of wheat on

Syrian land is raported 4o be about 800 kilograms## pey hectaie whereas

wheat-producing countries in Europe obtain yvields of from 1 to 2 metric

# 1 hectare equals 2.471 acres.
¢ 1,000 kilograns equals 1 metric ton.
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tons per hectare. 4/ Notwithstanding differences in Syrian and European
costs of production, the comparatively low yield is an important factor
in the competitive position of Syria's agricultursl commodities on' the
world market.

C. Iransportation and Storage Facilities
The development of transportation facilities is one of Syriats

mest urgent needs. Transportation has not kept poce with the expansion
of production ard particularly with shifts in the geographic pattern
of agricultural output. The Jezirsh area, locatsd in ihe northeastern
ﬁart of Syria, produces most of Syriats wheat export gvw.oplus and &
msjor portion of the countryts barley and cotton erops. In apite of
this, the aves is poorly equipped with highways snd railroads. The
cost of transportation in this area has become extremaly burdsnscme and
rates are subject to sharp seasonal fluctustions due mainly to heavy
traffic during the harvest eecason and virtual cessation of trafflc
during the winter months. During the harvest ssason die cosh of
transporting grain from the Jezirah region to Aleppo is about twice

as much a8 during the ™dead season.” é/ Transport charges represent
about one-third of the f.0.b. export price of barley asnd about a fifth
of that of wheat. 6/ The roads, moet of which are uasurfaced, are
inadequately maintained. The railwaye were construeted prior to 1945
and are no longer sdequate for the needs of the expending economy.

SECRET
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The shortage of storage facilities in the erop-producing aveas,
in the commercisl center of Aleppo and the port of latwida is ancther
obetacle which must be overcoms before any sizeshbie exzansion of
agriculture can be undertaken. Inadequate storage facllitiesn keaep
storage charges high and frequently forcs farmers to dusp their producths

on the domesstis market.

D. Elegtric Power

A mglor Limitation Lo industrial expansion in Syris is tha
shortage of elsciris power. Oubt of a population of 3.8 siilien, not
zore then 1.5 wiilion live dn towns and villages supplisd with

electricity and only about half actuslly have feoilitiss far (42 uss.

Many industrial aatm&ii&h@anbs provide thelr own power faviiibiss.
Pubiie uwtilliviss have great difficulty in meeting lheiv posk rogquirs-
ments as no reserve caraclity exists. Widely fluetueting load reguirs-
monts, eud the almost exclusive use of dlesel wnits is prodiucs pover
meks for o iigh cost of pewer generstion and serigusly lohibit expaneion

of faciiities.

Hodevr Tactory production in Syria is =z re

development. The bulk of Syrisn industry has been developed sinee the

o

end of World War 11, bus the esrlier rapid vate of @

has begun 1o el offc  Hany industrisl concerss which wove daveloped

SECRET
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as a result of wartime and postwar commodity shortages have been
maintained by an exaggerated system of protection from foreign competition.
This protection has dulied the incentive to increase efficiency, and
has therefore retarded the expansion of domestic markets.

F. Finance

l. Lack of Indigenous Pund-Providing Institutions

Primary financial deterrents to economic development in
Syria are the luck of indigenous aources of investment capital. For
the most part, there are no savings banks, insurance companies, mortgage-
financing institutions, or any of the other instituticns which normally
mobilize savings and invest in government or other high-grade bonds.
The agricultural Bank provides onlj an insignificant amount of capital
and the Central Bank, established on 1 August 1956, has not begun
to function as a source of domestic capital.

The Syrian econcmy is served primarily by foreign banks.
0f the 15 commercial bamks zccredited at the beginning of 1954, ten,
including all the larger institutions, wers foreign.* 7/ The French
Banque de Syrie et du Liban (BSL), as the largest commercial bank and,
until 1 August 1956, the bank of.issue, dominates the banking system.
These foreign commercial banks are engaged principally in short<term

* France 5; Jordan 23 Iraq, Britain and Egypt, 1 each.
SECRET
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fingncing of foreign and domestic trade and offer 1little in terms of
long-term investment funde. The BSL has, in the past, extended soms
investment loans to industry, but only after securing the guarantes
of the Syrian Government.

The development of domestic capital faces the handicap
of a low ammual per capita income (approximately $100) and the traditional
hoarding of savings practiced by the wealthy class. Neither
"of these difficulties are likely to be overcome in any short-
run program. Savings among the bulk of the population are practically
nonexistent. The wealthy class converts its savings into gold. In
1954 the size of this accumulation was estimated at about $140 miliion. 8/
The middle class saves a part of its income for ext}aordinary expenditures—-
weddinga, illness, ete., retaining the funds at home ard refusing to
invest savings at the expense of liquidity. 9/

2. Domegtic Credit

Until the recent é*eation of & central banking authority to con-
trol commercisl credit,commercial benks generally had been free to determine
their own credit policies. The volume of credit extended was usually based
upon the expectations of the next harvest season. By the end of 1953, oute
standing bank credit totalled approximately $63 million. During 1954, bank

__SECRET

25X
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credit expanded rapidly, rising to a level of about $111 million.
This rise was due mainly to the expectation of bumper erops. Credit
expanded only alightly during 1955, reaching a total of about $119
million. 10/ This relatively small increase over the previous year
was the result of a contraction of credit in early 1955 because of a
severe winter drought and poor harvest prospects. By the last quarter
of 1955 cradit began to expand again and by the first quarter of 1956
banking eircles had regained their optimism and were expecting a
record agricultural season. 11/

In addition to bank credit, farmers obtain cradit in a
number of other ways, of which the following ars the most importants

1. Loans by the Agrieultural Bank of Syria secured

by land mortgages;
2. Credit purchases from merchanteg
3. Future sales of growing crops at a price lower than
that which might be obtained during the harvest. 12/

Until the establishment of the Central Bank, the Agriculturai
Bank was the only government banking institution. The bulk of the
loens extendad by the Agricultural Bank are short-term losns to farmers
owning small or medium-sized farms. Long-term loans, which form a
small part of total loans, are extended for land purchase and improvements

SECRET
25X
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and for the purchase of farm machinery. These loans are extended for
a period generally ranging betwsen 3 and 15 yesars. No one borrower
may receive more than $2100. 13/ The inability to obtain large loans
from the Bank often com@alsAlarge lendowners to turn clsewhere to
satisfy their capital requirements.

In 1955, the Bank granted short-term loans valued at $7.3
million and long-term loans valued at $0.9 million. In an abtempt
to increase the Bank?s lending capacity, the government authorized
in 1956, an increase in the Bank's capital from $2.8 million to
$27.2 million. 14/

Since most Syrians use currency for the setitlement of
cbligations, inereased credit resulting from sn expanzion of eaconomic
activity hss been sccompanied by a similar increase iz the quantity
of currency issued. 15/ During the first quarter of 1954, the total
volume of money in circulation was about $154 million. By July 1955,
after a period of general credit expansion, the total had increased to
approximately $180 million. 16/ Syrian officials claim this increase
was much less than necessary to mset the needs of the sconomy.

3. Internationgl Financia] Problems
The increasing economic activity, with the concomitant

expansion of credit and demand for imports, hes resulted in a

SECRET
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deterioration in Syria's balance of Payments and foreign exchange
holdings. Syria's trade deficit is usually offset, on the current
account of the balance of international payments, by local expenditures
by foreign concessionaires and oil traneit payments mads by foreign
oil companies, by United Nations Rélief and Works Agency expenditures
in Syria, and by emigrant remittances (see Table 8). Since 1953,

however; the annual trade deficits have become larger without a pro-

portionate increase in the offsetting factors.
TABLE 1

Syria's Balance of Trade
(millions 3US)

1953 4954 1955
Immrts 139 -0 1814-07 196014
Exports 103.7 128.4 132.3
Trade Balance = 35,3 = 56,3 = bhol

During the firat 10 months of 1955, foreign exchange reserves fell
so rapidly that Syria faced a foreign exchange crisis. A crisis was
averted when the Syrian Government received a $10 million loan from
Saudi Arabia and concluded a new agreement with the Iraq Petroleum

»
Company, (IFC) which involved a sharp increase in sterling receipts. 17/

# The IFC agreed to pay Syria 64 million pounds sterling annually
(approximately $19 mililon) for tranait rights of the oil pipelines.
In addition, the IFC agreed to pay 8% million pounds sterling
(approximately $24 million at the official rate of exchange) for
retroactive peyments and to deliver up to 600,000 tons of erude
0il snnually at a price considerably below the market prices

SECRET
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TABLE 2
Syria's Foreign Exchange
Reserves
(million $US)
December 1951 33.4
December 1952 29,3
December 1953 Llyo5
December 1954 46.7
July 1955 28.5
October 1955 30.9
December 1955 37.8
~ SECRET
25X
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On 13 August 1955, the Syrian Parliament approved a 6=year
extraordinary and special budget for economic development providing
for expenditures through 1961 of about $183 million. 18/ The budget
includes $24 million for new irrigation projects, $17 million for
roads, $8 miliion for airports, $12 miilion for the Ministry of Defense,
$24 million for completion of the Ghab drainage project in Western
Syria, and $22 million for an oil refinery. Also included were ello-
cations for surveys for the Fuphrates Valley irrigation scheme and the
Latakia-Jezirah Railroad (See Table 9).

On 29 August 1955, a Permanent Economic Council and an Insti-
tute for Economic Development were established to control the execution
of the develomment plans as a whole. The Council will serve as an
advisory body and the Institute will plan and supervise capital devel-
opment projects. 19/

Syria has in progress, in addition to a number of smaller
projects, two major undertakings. The first, started late in 1952, is
the transformation of Latakia into e modérn seaport to serve as a prin-
cipal outlet for Syrian commodities. The cost of renovating the port
area is estimated at $12 miliion and 1s to be completed by late 1957,
29/ The second major project, started in late 1953, is the reclamation
of the Ghab swamps. 21/ This project is to be completed by 1965 and

SECRET

25X

Approved For Release 2003/10/@4: CIA-RDP79T01049A001500190002-3




Approved For Release 2003/10/01 : CIA-RDP79T01049A001500190002-3

SECRET

25X1

will cost about $48 million. 22/ Approximately 125,000 acres suitable
for growing rice, cotton, sugar beets, wheat and barley will be reclaimed.
23/ 1In addition to drainage facilities and irrigation dams, 5 power
stations ar: to be constructed on the Orontes River to increase electric
power generating capacity for the Homs-Hama area. 24/

The Euphrates Valley hydroelectric and irrigation complex is by
far the most ambitious of Syria's plamned development projects. The
construction of the complex will extend over a conaiderable length of
time and wiil cost approximately $200 million. The cost of the Yusef
Fasha Dam alone is estimated at $40 million and that of the irrigation
system at about $155 million. 25/ Upon completion, the system will
irrigate about one million acres suitsbie for cotton, wheat, barley
and other products suitable for cultivation in Syria. In addition,
the Dam will provide 2leppo with a eizeable increase in slectrie power.

Related to the Fuphrates Valley complex is the expansion of
transportation facilities to the area. In addition to funds allocated
for road maintenance and improvement, the Syrian Covernment plans to
invest approximately $56 million in the construction of a railroad from
the area to the Port of latakia. 26/

B-  Financine Fcopomis Development

More than half of publie investment in the program of economic
development is to bs fi.naﬁ@ed through government bond issues and anti-
cipated receipts of petroleum revenues from the Irag Pstrolewsm Com-
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Iable 3
Sources of Revenue A te
(6-Year Egtimate) LS 000 gus 000
Withirawals from ordinary budget 90,000 25,000
Share of petrolewm revenues 155,000 43,100
State regerve funde 68,95, 19,155
Revenues from IBRD loans 77,000 21,389

Government domestic loans 246,946 68,597
Other 22,000 6,111

TOTAL LS 659,900 $183,352

The Syrian Government at one time planned to seek & new loan
from the International Bank, but later considered that the new agree-
ment with the Iraq Petrocleum Company eliminated the need for such a
loan. The amount of enticipated petroleum revenue presented in Table
3——approximately $7 million a yeare-~, however, indicates that receipts
resulting from the new IFC agreement had been included when the esti-
mates were preparad. It is not kmown vhether the program will be
reduced accordingly or if other sources of furds are enticipated.

The ability of Syris to undertake a largs-scale econumic
developrent program cannot easily be determined by the use of published
budgetary information. Syrie has many different types of budgets-
These include the ordinary and developmental budgete, and various
special; related, autonomous, and amnexed budgets. Soms sre entirely
independent of the ordinary budget; some are interrelated in that they
elther eontribute to or draw upon the ordinary budget. These ancillary
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budgets total approximately 50 percent of the ordinary budget. 28/
The apecial budget, which includes & related budget and an autonomous
budget, totalled about $37 million in 1955. 29/ Syria traditionally
underestimates revenues in its budget and the additional income 1s
placed in a "reserve fund." The sise of the fund is considered a
military secret inasmuch as supplementary arms purchases are made from
it. 30/ It would appear, however, that approximately 40 percent of
the country’s national income* is absorbed in govermmental operations.
Implementation of the economic development program without asiszeable
investment from foreign sources is hardly feasible, unleas the govern-
ment is willing to undertake severe enti-inflationary measures.
C. Creation of a Centra] Bagk

On 1 August 1956, the Syrian Government opened a Central Bank
as a major preliminary step in its expansion program. In an eddress
commemorating the opening of the Bank, President Quwwatli indicated
that the Bank will "direct the granting of loans in the country as is
commensurate with the requirements of national economy., . .and will
direct the financial policy with a view to promoting production, in-
creasing the national revemue. . ." 3L/ The Central Bank is now the
bank of issue and is responsible for deterhining credit and di‘acount
policies. In addition, the Bank will make loans for irdustrial and

agricultural mmrposes. Fotentially, the Bank is 2 sourcs of infiatinnm.

 Syrie has an estimated population of 3.75 million and a $10G
capita income. PeP
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The Banque de Syrie et du Liban (BSL), the formar bank of issue, limitad

its note issue to the extent of its gold and foreign exchangs reserves.

The charter of the Central Bank permita an expanaion of monay in cizrcula-

tion covered to the extent of only 30 percent by gold and foreign exchange.

The balance of the backing is to be in official and private Syrian receivables.
The Syrian economy is not yet experiencing any significant dsgree of infla-
tion but inflatibnary forces are prasent and an injudicious Central Bank
Policy could reenforce them., Present bank reserves do not appear adequate

to suppert m@re than a moderate increase in ﬁote issue. If these reserves
should increase ap?reciably at a future date, the inflationary potentizl

would accérdingly increase too.

The Syrian Government is in the process of establishing an
Induatrial Benk to finance industrial devolopment. The capitsl of the
Bank will be approximately $2.8 million, of which the Syrian Govsrnment
will subseribe to 51 percent of the stock and offer the remsinder to the
banks of other Arab countriss.

D. Effects of the Middle Esst Crieis

The erisis which arose in the'Middle East in mid-1956, forced
Syria to curtail its economic development program at a time when it
had searcely got underway. On 6 November 1956 the Syrian Prime Ministar
ordered all Syrian ministries to stop speanding on construction projects,
not to sesk tendsrs, and to suspend any work requiring large expenditures
with the exception of matters relsted to national defense. 34/ He
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stated that the raplid increase in mobilisation needs has presented
Syria with the problem of raising an additional $112 million for "non-
recurrent arms purchases.” 35/ (The length of time for which this sum
is required has not been determined.) This is more than the $90 million
budgeted for total government operatione during 1956, Whereas the 1956
budget increased by 25 percent over 1955, the estimated 1957 budget

will be about 55 percent higher than in 1956, with more than 40 percent
of the budget allocated for military expenditures. 36/

Table 4
Military Share of the Ordinary Budget
($0s 000)

1934 1955 1956 1957
Total Budget 58,683 72,989 90,771 140,000
Military Share 21,128 22,829 33,81 57,000
Military Share as a :
Percent of Total 36 n 37 41

The Prime Minister of Syris indicated that the incresse in the
budget would be raised by imposing either a retail sales tax, an excise
tax on manufactured goods, a capital levy, or a combination of these
nenmzres}zgn 10 December 1956, it was unn;unced that the Cabinet was
studying a bill which would provide for a three-year national loan of
between $24 to $27 miliion and & tax upon industrial production, salaries
and wages, and commodity purchases for raising the remainder of the emer—
gency funds. 38/ '
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In addition to draining Syrian financial resources for
military expenditures, the Middle Fast crisis has had other effects.
The severing of the Iraq Petroleum Company pipelines has resulted in
the loss of Syria‘s major source of foreign exchange and has created
& fuel shortage with its accompanying adverse affects on irdustry.
The actual loss to the Syrian economy will depend on how saon and
at wvhat rate the flow of oil at full capacity is resumed. It may
take 3-12 months to restore ﬁlll capacity. |
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In February 195,, at the request of the Syrian Government, a ten-
uember commission from the Internmational Bank for Reconstruction and
Development (IBRD) arrived in Syria to undertake a general review of
Syria‘s economic potentialities and submit recommendations for insti-
tuting & long-term economic development program. The Migsion completed
its survey during the latter part of April 195, and submitted its report
to the Fresident of Syria.

The Misaion outlineda program of government action for the yeara
1955 through 1960 and recommended a program for economic development
amounting to about $270 million, *

Table 5
Surmary of IBRD Recommendations
(miliions $US)

Irrigation and reclamation 55.8
Other agriculture 38.6
Flectric power 16.8
Transport and commmication L8.2
Public services and housing 105.1
Other 505

TOTAL $270.0

The Mission suggested that any long-range development program
place primary emphasis apon agriculture with special consideration

* Unless otherwise indicated, information presented in this section is
besed upon the published report of the Mission, The E ¢ Devel-
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given to stimmlating cotton and grain exports., Although the total invest-
ment recommended is somewhat larger than that currently planned by Syria,
the Miasion recommended allocating a larger portion to public services

and housing, The Mission suggested concentrating upon a number of
smalier projects which could be completed in a short period of time sand
without too severe a burden on the economy. The Mission further recommen-
dad that the entire Fuphrates Valley complex be put off until after 1960,
in view of the high cost of the project and the construction time required.
The Mission was apprehensive that the simultaneous execution of the Fuph-
rates and other wajor projects would impose an excessive burden on the
available financial resources. Expenditures over a long period of time
with no significant increase in production during the extended construc~
tion period would be extremely inflationary.

It was suggested that a road network from the Jezirah area to
Latakia be constructed rather than an expansion of railrcad facilities.
New and expanded road facilities would cost approximately $30 miliion,
compared to the estimated $55 million for the expension of the railroad
In addition to modernization of the port of lLatekia, it was recommended
that approximately $6 million be invested in an expension of grain storage
facilities, eliminating the need for many farmers to dump their grain on
the market during the harvest season.
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In addition to the sources of revenue indicated in the Syrian
budges, the Mission suggested that additional revenue (about $25 million)
could be obtained through selective tax increases and an improvement
in tax collecting procedures. The growth in the economy would itself
provide an increase of 3 to 4 percent per year in taxes and other revenues.
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IV. Western Support for Feonomic Development

The extent to which Syrian economic development will require
external assistance will depend upon the rate of progrese desired.
Until the amncuncement of the Six-Year Development Program, Syrié had
been abis to maintain a slow rate of economic expansion without signif-~
icant external sssistance. With a rapid rate of expension planned for
the next fow yeara, bovever, Syria will have to geek capital from ex-
tefnai SOULTHS .

A YClimaie" for Foreign Investment

The Syrian political and economic climate for private invest-
ment presents & paradoxical picture. The country still bas undeveloped
agriculturel resources and some degree of econemic stability. Inflation
is not yet a problem and the free market rate of the Syrien pound has
been relatively stable for some time. Priﬁate ownership of industry
predominates. The entrepreneuriil group is infiuential snd maintains
satisfactory relations with foreign business circles. There are vir-
tually no foreign exchenge restrictions. Fxchange Control Decree #637
of 21 April 1952 permits free transfer of capitel and profita out of
Syria, azd iz deslgued ‘v fosber both short and iong-term foreign invest-
ment. 39/ The development of a foreign exchange market is orimevily
respongibi.c for the relative stability of the dollar-pound exshange rate

znd is a provequisite for the encouragement of domestic savings .
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On the auker‘handy there are factors which tend to dampen any
tithusiasm Tor ipvestment of foreign private capital. There is the ralthzr
wiall comectic marxet which éresently confines the expansion and divers-
“fication of imausyrial sutput in Syria. In a country of only 3.8 million
people with low purchasing power it is possible to manufacture economically
only a limited range of articles for the home market. This market lim--
itation has been somewhat offset by excessive protection of industry
resulting from the priority given to measures designed for national self-
swfficiency.

Of ever greater significance has been Syria's political instadbility
and rampant natisnalism. Government changes have been frequent, with each
new government becoming more anti~Western. Nationalization of foreign |
property has become more freqQuent. In March 1952, the government issued
a decree requiring companies which were established outside SyriS to be
represented in Syria only by Syrian nationals or by commercial companies
owned by Syrians. In addition, the decree requires that a majority of
the managers and members of the board of directors of these commercial
companies be Syrian. 40/ |

‘ Decree #18% issued in April 1952 states that cnly Syrian
nationals may own agricultural land. 41/ Broad interpretation of this
decree could affect oil-prospecting concessions and leases inasmuch as
prospecting is often carried out on land'suitable for cultivation,

On 3 April 1956, the Syrian Parliament ratified a law arbitrarily
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erdering "concessionary companies™ to increase wages by 16 percent. Iv74
troere is further legisiation pending which would require foreign insurance
companies 7o deposit cask in Syria instead of using bank guarantess. 43/
B.  Foreigm Investment
There are approximately 12,350 agencies and branches of foreign
enterprises and 172 Joint stock companias registered in Syris. These
firms have invested about %4 million in commercial activities and about
$3 million in tarking operations. Except for investments in petroleum
pipelines, total British and French investment is probably not large.
United States investment is estimated at $45 million, of which 90 percent
is in petrolewm facilities, 457 Some important investment in oil exblarw
ation has recently been undertaken by an American firm and a Weat German
consortiwn. 46/ Due to the current political inetability in Syria,
however, it is unlikely that further foreign investment will be undertaken
there in the near future. Several major Western oil companies recently
decided not. to expand their present facilities in Syria. 47/
Ca Loans and Techrijcal Assistance
Nationalistic and anti-Western sentiment is nowhere more evi-
dent than in Syria's reluctance to accept loans or economic asaistance

from Western countries or Western-sponsored crganizations. Except for
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United Nations relief aid to the Arad refugees, Syris hus accepted only‘
about $300,000 annually in technical lasistt;:ce fron the United Nations
since 1953, 48/ This has been confined to health and educational devele
Omment and to technical advice provided by small groups of industrial
and agricultural experts. ’ |

In July 1956, the Syrian Government refused to accept a $30-
million loan offered by the International Bank for Reconstruction and
Develorment. 49/ The Syrians oleimed thet their new agresment with
the Iraq Petroleum Company would provide the required fumds for which
& Bank loan was sought. It is Probable that the Syrian Government may
have objected to the supervisory requirements of the Bank and to the 4.75
percent interest rate. In addition, the rising anti-Western sentiment
and probable desire to benefit from anticipated Fast-West compstition
2lso may have infiuvenced the decision.

As far as 1s known, the only government-to-government loans
accepted by Syria from the West have bsen a $105,000 Fxport-Tmport Bank
losn for drilling water wells 50/ and two loans totalling $16 miilion sx-
tended by Smudi Arabia. In 1950 Syria received a $6-mitlion loan from
Seudi Arebia. In November 1955, Seudi Arabie extendsd 2 $10-millfon
interest-free loan to Syria and postponed repayment of ths previous loan. n/
The loans are to re repaid through normal commodity trade.
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D. Western Construction Coptracts
Fev significant contracte-~private or public-<have been awarded
to Western firms during the past several years. The following table

is & summry of such major contracts as have been awarded to Western

coxpanies.
Table 6
Contracts Awarded to Western Companies 1954~1956

Sountry Date Type of Profegt

West Cermany late 1954 10,000 kw thermal eleciric
plant near Aleppo.

Construction of 52 km. canal
near the Ghab,

Belgium 1956 Survey of Jesirah-latakia
Railroad. - 54/

Netherlands 1956 Construction of buildings at
Aleppo and Messe (Damascus)
eirports.

United States 1956 Survey of Hejas Railway. 56/

Denmark Latakia port survey. 57/

Ttaly - Survey of 250 km. road from

e\-axw to Qamishli. 58/
Two drainage canals in the Ghab,.59/

Switzerliand Survey of a dam on the Orontes
River.

Sweden Drilling of ten water wells. 61/

Yugoslavia 1954~56 Several projects.*

* See Section IV F for Yugoslav activities in Syria
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Since the outbreak of hostilities in the Middle Fast, an
agreement with a British company for drawing up plans for the construction
of the International Airport in Damascus has been cancelled, ss have
various agreements with French and British firms for executing s number
of small public works projects. [:+74

E. Irade with the West

Trede with the West in 1955 comprised sbout 97 percent of Syriais
total trade. France, Lebanon, and the Uhited Kingdom accounted for approx-
imately one-third of this trade (see Table 10.) Although complete trade
statistics are not yet tuilﬁble, 1t is 1ikely that there wili be an increase
in the proportisn of trade with the Bloc and some change in the pettern of
Syria‘s trade with the West. It hppeara, however, that the bulk of indus-
trial and sgricultural comnodities required for Syrian consumer Teguires
Rents and economic development will continue to be imported from the
West, The most irportant commodities imported from the West are fuels,
machinery, Precious metals, iron and steel products, automobiles and other
vehicles, and silk products (see Table 11). Iraq and Saudi Arabis provide
almost &ll of Syria’s petroleum requirements. The United Kingdom, the
United States, France, and West Germany provide the bulk of the other impor-
tant commodities imported by Syria.

Syria‘s major exports to the West are raw cotton, wheat, barley,
and wool (see Table 11). France generally takes about half of Syrsia’s

cotton exports-=the mmjor source of foreign exchange earnings.
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Lebanon imports nearly all of Syrian exports of livestock and siseable
quantities of wheat, barley and wool.

A record crop during 1956 provided Syrie with an exportable
surplus of 80,000 metric tons of cotton, 300,000 metric tons of wheat,
and 400,000 metric tons of barley. 63/ Bloe activity in the Syrian
uotton market raised prices to a level sufficient to price Fremch
importers out of the market after France had contracted for only 5,000
tons. &4/ Approximetely 50 percent of Syria's cotton surpius had been
purchased by the Bloc by the end of Junmry,>1957o 85/

Activity in the wheat market during 1956 was characterised
chiefly by political rather than ecdnomic decisions, France had con-
tracted for shipments of 75,000 metric tons, but public reaction to the
Algerien orisis forced the Syrian Government to embargo all shipments
of wheat to France. The ban denied exporters access to a mejor importer
and forced the price of whest on the domestic market to drop. 66/
(France was offering 15 to 18 percent higher prices than othsr countries.)
Several monthe after the imposition of the ban the Government concluded
an agreement to export 100,000 metric tons of wheat to Eéyptm at & rate
of 20,000 tons a month. 67/ The Syrian Government reportedly agreed
to sell the wheat to Egypt at a low price and is meeting difficulty in
fulfilling its comnitment because domestic producers are balking at
this government established price level, In addition, Syria is having
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difficuity in chartering ships to tranasport the wheat.

Syria’s surplus of berley has found a ready markst. Belgium
has been replaced by Weat Germany as the major market and Yugoslavia
has appesred as a major importer. Czechoslovekias is reportediy active
in the market and other shipments sre scheduled for Western Furope.
The following table presents preliminsry data of Syrian sxports of
vheat and barley during the 1956 export season.

Teble 7
Syrian Exports of Wheat snd Barley, June-September 1956
(metric tDﬂ!S

Nheat Barley
Tealy 14,400 31,000
Yugoslavia - 28,100
Belgium 400 56,400
Rumenia - 14,5C0
Donnmaxk - 17,400
West Germany 5,200 66,400
France 800 500
Netherlands 4,600 10,800
Bulgaria - 2,200
Egypt 1,244 -
Othera .o Py 2 S 55300
TOTAL 37, 306 232,600

Syria is presently faced with the problem of dispoasing of its
major indusirial expori--textiles. Growing competition in neighboring
Arab states from Japanese and Eastern Europsan textiles is pushing the

higher-priced Syrian goods out of traditional markets, sspeeially in
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Irag. Some sales are being mmde in Saudi Arabia, Sweden and Switser-
iland but Syria is still finding it difficult to develop new markets
for its textiles. &8/

F. Jugoslav Economls Aotivitdss ip Srris

Syria‘s commerce with Yugoslavis has expanded considerably.

In 1955 trade between the two countries reached a level of about $2
million. In 1956, trade was at an annual rate of approximately $3.3
miilion over the first three months snd is expected to register an
increase in the balance of the year. During all 1955, Yugoslavia
imported only 8,360 metric tons of berley, whereas in the period,
June-September 1956, imports of 28,130 metric tons of barley were
registered.

The Yugoslavs have been asuccossful in obtaining a number of
important construction contracts in Syria. In the Fall of 1942,
Yugoslavia was swarded contracts for a major part of the project to
develop lLatakia into & modern seaport. The purtion centracted for was
to have been completed by the end of 1956. 20/ The Syrian authorities
were so pleased ‘with the work the Yugoslavs had done that it appesrs
probable that the remeinder of the projeot will be awarded to them. 71/
In September 1953, the Yugoslavs received e $1 million contraect to begin
the initial work on the Ghab reclemation project. Ths project was to

be completed within two years after work commenced . 12/
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In esrly 1956, a Yugoslav company waz awarded a contract to
driil sixty desert waterwells in Syria 73/ and immediately dispatched
50 teams of drililing technicians to execute the contract. 247

The Yugoslavs are actively bidding on & wide variety of projects.
They wers one of the first to submit & bid on the petroleum refinery
vroject.75/When a Belgisn firm was awerded a zontrasct for the survey of
the Jezirah-latakia Railway, the Yugoslavs attempted, unsuccessfilly, to
reverse the decision with a cut-rate offer. 76/ In Taply to a Syrian
request for bids for the construction of & numbsr of siios, the Yugoslavs
underbid the lowest Western offer by 70 percent. 77/ The Yugoslavs ere

one of three leading contenders for the award to survey the Euphrates

Valley complex. 78/

Razcently Yugoslavia hes become involved in arms negotiations
with Syria. Two Syrian military representatives are reportedly nego-
tlating for =déitionme) arms and may have already purchased approximately
$130,000 worth of rifles. The Syrians plan to sccredis a mititary attache

to Belgrade. 29/

Yugoslavia has plans for further expansion of trade with Syria
and other Arab countries, The Yugeslav Foreign Trade Commititee has estab-

iished a special group to concern itself solely with the Middle East area.
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It contemplates selling goods om short term credit and promcting
cooperation between individual firms and manufacturing enterprises

of Yugoslevia and the Arsb countries. 20/ In addition, each of the
Yugosiav embassies in the Arab countries are being staffed with several
Moslems to faciiitate working with the Arab States. 81/
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V. Sino-Soviet Bloc Support for Economic Develonmsnt

A. Introduction

Until late 1954 Syrian economic relaticns with the Bloc were
confined to a limited commerce, almost all of it with Czechoslovakia.
T1 September 1954, the Sino-Soviet Bloc gave the first indication of
a more active economic policy toward Syris. At the First Damascus
Internationsl Fair the Participating Bloc countries constructed
elaborate pavilions, displayed extensive lines of commodities, and
otherwige dominated the exhibition. With the initial propaganda
benefits, thus cbtained, the now familiar pattern of Bloc economic
penstration began to unfold.  Numerous delegations with authority to
sign commercial sgresments appeared in Demascus with increasing
frequency. Bloc commercial representatives offered to sell cnmmgdities
at below-market prices and to buy Syrian commodities st premium prices.
Commercial offices ware opened in Damascus and Blece commodities were
advertised oextensively in local newspapers. local representatives for
Bloc trade organizations began to appear throughout the major cities of
Syria. Commsrcisl, scientific, technical and cultural delegations
were exchanged and numesrous, though vagus, offers of assistance for
Syria's economic development program were extended. By the time of
the Third Damascus International Fair in September 1956, Syria had
signed trade agreements with Communist China and &ll thso European

SECRET

Approved For Release 2003/10/01 : CIA-RDP79T01049A001500190002-3
- 35 ,

25X1




Approved For Release 2003/10/01 : CIA-RDP79T01049A001500190002-3

Bloe countries. The foundation for an expansion of trade relatiyna
3

appesrad to be firmly established.

B. Expansion of Fconomic Relations
l. Ihe Damascus International Fair

The Damascus International Fsir, the most important of
the trade fairs held in the Arab countries, serves as an important
mechaniam for the expansion of Bloc economic relations not only with
Syria but with other Arab countries as well. Since the first fair
was activated in September 1954, the Bloc has dominated the fairgrounds
with elaborate pavilions and wall devised propaganda. AY the first
fair, the Soviet Jnion, Comunist China, Czechoslovakia, Hungary and
Bulgéria presented the most spectacular pavilions and attracted the
most visitors. 82/ These countries displayed everything from heavy
industrial equipment to foodstuffs snd clothing, with major emphasis
upon those coumedities necessary for s suitable expansion of agricul-
tural and incdustrial production in the region. (See Table 12).

The USSR did not. participste in the sscond fair but the
Bloc was represented by Communist China, Czechoslovakia, Fast Germany,
Hungary and Poland. The Blec agsin dominated the event, with the
pavilion of Communist China the most popular.

Bloc participation at ths third fair was partiocularly

important as every European Bloc couniry and Communist China had
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displays. Several of the Bloc countries advertised heavily in local
newspapers and the Bloc pavilions again were among the most impressive
of the Fair.

With the exception of the East Gsrman and Czechoslovakian
exhivits, it appears that the main purpose of the Bloc pavilions wasg
to impress the Syrian public with the range and capabilities of
industry in communist countries. Many of the Bloc representatives
at the displays refused to discuss prices, ecredit terms, or delivery
terms. Obse:ver reports indicate that the various displays of hsavy
industrial equipment made little impression upon a country with no
prospect of developing heavy industry. Many of the conszumer goods
displayed could not have been designed for sale in a conswmer market
with limited purchasing power. Much of the advertising undertaken
by the Bloc during the fair was of a general nature, without reference
to specific commodities,

The displays of the East Germans and Czechs, although
tinged with propaganda, appear to have been succeasful in selling the
commodities displayed. In 1954, the Czechs repertedly closed contracts
for about $1 million worth of commodities of the types displayed at
the Fair. 83/ The East Germans claimed to have arranged for $3 million
worth of business by the end of the 1956 Fair. 84/ Representatives of
both these countries offered commodities at low Prices and were willing
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to extend favorable credit terms. 85/

Available information indicates that the commodities
displayed by the Bloc wers generally inferior or cbsolete when comparsd
to Western products. It must not be overlooked, however, that to
countries in the early stage of industrial development ths low cost
of such equipment may far outweigh the slight disadvantages of
obsolescence. Furthermore, where funds are short buyers will be
attracted by payment plans which extend over a long pericd of time.

The following information is representative of comments

about the quality

of the products displayed by the Bloc during the three fairs. 86/

USSR Heavy squlipment, agriculiural and textile

— mgchinery generally considered good; consumer
goods are generally very r; prices of
Soviet television sbout 23 times that of
comparable U.S. sets; read-bullding equip-
ment generally good but not suitable for
largz-scale operations; Soviet tractors
equally ag good as U.S. tractors.

Communist, Chine General appearance of machinery and machine
tools seemed quits good; textile machinery
on display neseded frequent repalrs; some
machine tools possibly made in the USSHg
consumer goods generally poor; sgricultural
squipment generally acceptabls; msdical
squipmant appeared to be copies of
obsolete American products.

SECRET
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Quality of products cousistenily goods induse
trial and agrioultural equizment regerdsd
highlys medical equipment good; automotive
squirsent gewerelly inferdor; sporting
eguivasnt excellsnt.

Zast Cormony  Industrial and agriculbural egquipment and
consussy goode gensrally goods rubber
products excellent; tracbor trailers
socepiebie; binoenlars and other opbical
equirment excsllent: sutemobive equipment

inferior.
Poland Texbiie machigery not up to Syrisn stendordsy

edical equipment good bubt priced highs azri-
ciltursl machinery below Wesbern sbendardsg
machine tools comperablie $¢ any in ¥gshern
furopey aubos and trucks inferior.

Hungary Generally below staudards wvadios good and
dow peiced; industrial and agricultursl
machinery inferior.

Rumgnis Huchinery unfavorabls when compsved %o
Italian or Frenchs soms goods probabiy
made in USSH; sgricultural ecuipment
poor, slecirical equipment obsoleboy
Flowe milling cquizment obsolsts.

Bulzaris Hachine Lools below standerds sgricwltural
Rachinery poorly designed; much eguinnont
soplios obsolets Westera Buwropsan models.

Llbanls T Queliby geverally poorp cloth dyab snd
roughy many produches shabhby.

The eetivities of the Bloe delegatiens ot the Sceond

Domasens Indoriational Fair svom made ib clear that 2o cosmomic
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offensive was being launched against the Syrian Government. The

Chinese, Folish, and East German delegations to the Fair in 1955
all came to Damascus authorized by their respective sovernments

te conclude trsde agreements, snd wers joined late in September

by a similarly suthorized Sovist trade delegation. 87/ Newspapers
contained reporte of bangquets given by thess delegations st which
Syrian offici_ala were entertalned arnd impresssd with the advanteges
of closer economic relations. The drift to the left which had
characterized the domsstic political scene assured Syrian recepbiviiy
to thess blandishments. The four Bloc delegations were successful
in concluding trede sgresments with Syria. Since the snd of 1955
there has been & steady flow of Bloe trade, sclentific and technical

delegations into Syris.

3. Yarket Penetration--Price Maploulatdon

Techniques employed by Bloc representatives to gain ascess

to some commedity markets include offers to purchase at premiua prilces,
to sell thair own vroducts below prices generalily prevalling, snd to
grant favorsble eredit and payment arrangements. As a rule it has not

been posaible to esiteblish that the resuiting prices sre below costs of

yroduction irn the Bloo. | | Bast

German coumercial officiels were endeavoring to enter the machinery market
by offering their products at "ridiculously low prices" snd by allowing
1iberel credit terms of over 18 months. 88/ As an example, Fast Germany wes
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awarded s contrast for lathes when it underbid the next lowest of.t’sr

by 30 percent. 89/ The Communist Chinsss offered to sell 20,000
metric tons of iron bars at about $97 per metric tom, c.i.f. Latakis,
at & time when the wholesale price of iron bars in Damascus was
about $153 psr metric ton. They further offersd to accept as

Fayment Syrian currency or cotton at the prevailing market price. 90/

At ths 1956 Damascus Fair, the

Czeche offered to sell various commoditics at lower rrices than
those for comparsble Western goods. They offered to accept 25 percent
in cush with the order or receipt of documents withi the balance
paysble In 18 months on machine tools, and up to 2, months on Lrucka
and tractors. 92/ The following are additional sxamples of the
mothods employed to penetrate the Syrian market:
USSR Offered trucks at less than $5,000 compared

%o $6,800 for American trucks of aimilor

capacity; 93/ cold ball-bearings, manufactured

to fit U.8. manufactured sutomobilas and

trucks, at competitive prices. 34/ Offored

to ssll copies of U.S. antomotive spare parts

at 30 percent below U.S. prices. 95/
Crochoslovalds Offered %o sell locomotives that fSyrian business

circles considered good in quality st 5-10
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percent less than comparable Western locomotivesa;
payment toerms were 10 percent down and the balance
in equal installments without interest; 96/
reportedly sold tanks to Syria for $8,640;

surplus V.5, tanks were being sold to Sgudi
Arabia for $94,500; 97/ offered to purchase

8 large quantity of barley at 10 percent gbove

the market price. 98/

Hungary Awarded a large X-ray equipment contract by
underblidding ths lowest Western offer by
25 percent. 99/

Rumarda Offered agricultural and industrial machinery
at prices 20 to 30 percent lower than comparable
European goods, and 40 percent lower than U.S.
4 gﬂbdﬁa ;w

Bloc During the wool season in mld=-1956, the price
of wotl was approximately 90 cents per pound.
A large influx of wool caused prices to fall
considerably. The USSR and Czeachosiovekia
sntered the merket and peid some merchants
10 to 15 percent above the market price. 10Y/
During the 1956 cotton-buying season, a muber
of Bloc countries succeeded in raleing the
price of cotton by 17 percent through com-
petitive bidding. 102,

4o Irade Agraemsnts
Until lete 1955 Czechoslovakia was the only member
of the Bloc which had & trsde agreement with Syris. In October 1955,
Polish trade representatives signed a trade agrecment and within a
year Syris kad trade agreements with Communist China and avery Buropsarn
. Bloc country. (see Table 13) The agreements generelly requirs the
shipment of Syrian agricultural products and textiles in exchange
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for industrial yroducts, industrial raw materiais, and machinery.

These trade sgreements have gerved primarily as instruments
of propaganda &s actual trade with the Bloc has mot assuzed major
Proporticns. All agreemsnts, however, do contsin provisions for an

expansion of trade 2 il desired.

One clause of the trade agreements whish mogt of the
Bloc countries appear to be implementing is that providing for ths
establishment of psrmanent trade offices in Syris. In 1955, the
Soviet Union opensd & comrercial office in Damsscus and began to
advertise Soviet msrahandise in local newspapsrs. 103/ Permanent
commerclal attaches or missions Wwers subsequently established by
Foland, Hungary, Bulgaris, Czechoslovakia, Communist China and
Fast Germany. In addition to its comnercial attachs, the Fast Corman
Government intends to establish a branch of its foreign trads bLbank
in Damascus 28 s means of slmplifying payments arrangensnie between
the two countries. plN Expanding economic relations aventually
resultad in official recognition of Communist China and an agresment
with East Germany for the establishment of an Bast Germen sonswlate
in Damascus, 205/ As y2t; the consulate has not besn activated,

The policy of granting exclusive agencise for ths esls
of specific commodities ig belng used by the Bloc with increasing ~
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frequency. Numercus agents displaying Bloc commodities have appeared

in the more important cities of Syria (see Table 14). In 1955, the
Soviet Union granted George Uwayshiq, a high ranking msmber of the
Syrian-Lebanese Communist Party, an exclusive agency for the sale

of Soviet automobiles in Syria and Lebanon--the first agency in the
Middle East to sell Soviet goods privately. The agency grant was made
by the Soviet Legation on the recommendation of Khalid Bakdash, who
is a member of the Syrian Parliament and the leadsr of the Syrian-
Lebanese Commuist Party. 106/

On 5 July 1956, the Syrian Government authorized the
establishment of the Syrian Eastern Economiec Development Corporaticn. 39_2_/
The corporation was organized to handle general merchandise trade with
Bloc countries on a commission and representation baslis; and also
to undertake the construction of industrial planta, the establishment
of shipping and transportation agencies, the sale of pstroleum products
and derivatives, and to extend brokerage and advertising services. los/
The corporation reportedly was organized at the instigstion of the chief
of a Soviet technical delegation which had visited Syris in March 1956.
The group which subssquently formed the organization was assured that
21l business transactions concluded in the future between the USSR and
Syria would be handled through this corporation. 109/ The manager of
the corporastion is the above mentioned George Uwayshiq. Of particular
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significance is the appointment of Abd-el-Hadi Rsbbat as chairman of

the board of directors. Rabbat, a conservative businessman, is one of
the most influential industrialists in Syria. His stature could add
impetus to the campaign aimed at increasing Soviet-Syrian trade.

6. TIrade with the Sino-Soviet Blec

In 1955, Syria's trade with the Sino-Soviet Bloc totalled
about $7 million and accounted for about 2 percent of Syria's total
trade (see Table 15). Dwring the first nine moi:ths of 1956 trade
between Syria and the Bloc rose to almost #8 million, or about 4 percent
of Syria's total world trade.

The commodities Syria has exported to the Bloc have been
traditional Syrian exports--cotton, wheat and barley. Major imporis
from the Bloc have besn such commodities as wood products, cotton
manufactures, and glasswars. The exchanges of particular commodities
have been small and have not reflected the dsvelopment of any dependence
upon Bloc markets or suppliers.

The pattern of trade for 1956, howsver, will probably show
a sizeable increass in Syria®s trade with the Bloc. For the next
few years, the Bloc should be an important market for Syrian cottong
especially if cotton is to be used as payment for arms recently obtained
from the Bloc. During the cotton marketing season in the Fail of

1956, the Bloc entered the cotton market in force. By the end
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of January 1957, purchases of cotton by the Bloc amounted to about

19,000 metric tons compared with about 4,600 metric tons during ths
entire 1955/56 marketing year. 110/ The Bloc, aside from the cotton
accepted in partial paymsnt for arme purchases, reportedly pald cash,
¢id not quibble over prices, and made generous promises of future
purchases. 111/ During 1956, Bloc cotton purchases msy have been

as high as $13 million. Communist China®s cotton purchases alone
probably totalled mors than $5 million during this period, compared
with total trade of $318,000 during 1955. 112/

The severing of the IFC pipeline transiting Syris has
caused a fuel crisis and forcad Syria to turn to the Bloc for imports
of petroleum, When Western oil compenies in the Middls East indicated
their inability and unwillingness to supply Syris with its petroleum
needs, the USSR offered immediste shipments of 75,000 tons. Syria
subssquently contracted for 40,000 tons of petroleum valued at about
$1.6 million from the USSR. During December 1956 about 22,000 tons
were dslivered to Damascus. 113/

7. Irsde Difficulties

There have been few Syrian complaints reported about the
quality of commodities or services of the Bloc. Cszech products have
generally been well received. One major compizint on the part of the

Syrian Governmsnt has been the lack of fulfiliment of coumercial
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igroemsnts signed with the Blec, especislly Czeckoslovakia,

In 1954, Czschoslovekia

exported approximately $1.7 million worth of goods snd purchased only
$5,000 worth of Syrisn commodities. In 1955, Czech exports to Syria
ware double the imports and Syria‘s imports from the Bloc as a whole
were almost four times her exports to the Bloc. The Syrians have
occasionally complained about Bloc trade delegations being mors
interestsd in purveying propaganda than in concluding commercial
agreements. 115/

The sgle of East German WIFAM™ automotiles in Syria was
far from s commercial success because of the poor guality of the
product. Parchasers complained of the inability of the sutomobiles
to climb hilis and of serious engine trouvble after only s few months

of use. 116/

The distributor of Sovist automobiles has complained that
sales are impeded becanse of the insufficiency of spare parts, service
fecilities and the general high prices of the automnbiles. 18/ The
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insufficiency of spare parts has been & factor in the inability of
Runanian-manufactured machinery to enter the Syrian market to any
oxtent. 119/ In some instances, Syrian importsrs have received
prepaid shipmenis of various types of goods from Czechoslovakia
which were not the styles and nuwbers ordered. 120/

C. Assistance for Economic Develobment by Soviet Bloc Countries

Since early 1956, Syria has been subjected to a barrage of
offers by a number of Bloc countries to sssist in her economic develop-
ment. Many of the offers have quoted low prices and generous repeyment

terns, many Soviet

Bloc bids fer surveys and construction projectes ran about 28 cents 25X1

to each dollar of American bids. 121/

bhe high cost of American equipment and technical service was

prompting many Syrian businessmen to look with favor upon Bloc offers. 122/

Offers of assistance have ranged from the construction of
small industrisi instaliations to general offers of assistance for the
complete requirements of Syria’s economic develomsent program. lLong-
term credit arrangements with Bloe countries providing for economic
development ventures came to about $30 million by Spring 1957. At the
same time, offers are outstanding for more then $10 million additional,
The contradts which have been signed have, for the most part, bsen with
Syrian busineasmen and not directly related to Syria’s planned develop~
mental projects (gsee Table 17).

1, USSR

-

The USSR hss offered the most and probably has accomplished
SECRET
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the leagst in assisting Syria in developing her sconomy. In late 1955,

the USSR offered to censtruct a petroleum refinery at & mominsl price. 123/
Thig offer, asaisted bty domestic left-wing pressure for acuephbance, wWas
largely rsspensible for the inclusién in the development progrem of a
$2b-miilion refinery. The USSR, subsequently, dropped cut of contention
fer the refinery contract. A technical delegation headed Ly Wikelal
Melnikov, director of Technoexport, arrived in Syria in Februzey 1956
purportedly to study Syrian industry. 124/ The delegation tovred the

ma jor Syrian cities, publiciming their wvisit with indigerdminete offers

of economic sssistance., In Damascus, Melnikev offered to pasist in ihe
construction of textils, cement, and glass plantz, a peireisva reflnery,
an electric power nlsnt, and the Latekia-Aleppo railway. Ths businassman
of Homs and Hama were offered assistance in the sopstrostion of cewent
Plants vhich wouvld require mo down payment wntil the froliibies wers

in operation. In Aleppo, businessmen were offersd asaistance in ths
consiructics of o nusber of plants, including silk and texiile milis. 125/

One Tirm in Alepps was offered a cement plant for 338,000 {excluding

In Juns 1956, Soviet Foreign Minister Shepiiov vieited

Syria and exiwndsd offera of political, scomomic and wilitery assistence. i

R VAR 0 TR T T

* Thie iz an unveslistic figure and waa probaviy presented for its
propagands valice Tha wvelue of the gorap iron in an BTerLge comsnt
plant in the United States would be more than $33,000.
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2. GCsechoslovekia
Crechoslovakia has been one of the more successful Bloc
countries in cbtaining construction contracts in Syria. The Czechs
have repurtedly been awarded contracts valued ai mare than $21 miilion,
including the construction of a major oil refinery, a sugar refinery,
a china factory and two csment plants. (see Table 17) 1In addition,
they have been awarded a contract for the survey of a major cement

plant in Hama.
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3. ZHast Germany
The East Germans have been awarded contracts for the construc-

tion of two cement plents, several textile factories and a shoe factery.
They have placed bids on a nuwber of other projects, including the
Latakia~Aleppo Railroad (see Table 17). The cement plants tc bs constructed
by Lhe East Germans——two of three major plants to be constructed by
private Syrian pusinessmen--will eventually supply the bulk of Syria's
cement needs. The cement plant in Aleppo was awarded to the East
Germans for about $l1.3 million as compared to an Ax;erican bid of
approximately $2 million. 132/
ho Hungary

Hungary has been awarded contracts to construct thres flour
mills in Syria and has placed a bid for the contract to construct a
highway from Aleppo to Jezirsh. In addition, the Hungarians have
offered to send mobile technical teams into the agricultural arsas of
Syria. These teams would be composed of one or two "technicisns andfor
agricultural experts” and a crew of approximately 10 maintenance men.
These units would repair and service agricultural equipment and give
advice on agrioultural matters. 133/ The effect of Hungary's current
economic crisis on these foreign economic activities has not bscome

clear at this writing.
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5. Bulgaris

The Bulgarisns have been awarded contracts totalling
nearly §, million. Included are contracts to construct military
barracks, ;. military airfield and a number of grain elevators {see
Table 17). The contract for grain elevators was obtained after the
Bulzarians underbid a West Cerman firm by 60 percent. 135/ Bulgaria
al2o obtained a contract to undertake a four-year geological survey
to determine the prospects for the development of mineral resocurces. 136/
A group of technicisns is studying plans for further development of the
Port of Latakia. 137/ Ten agricultural experts are training Syrians
in the use of agricultural machinery in an agricultur.l school which

is reportedly farniehed exclusively with equipment donated by Bulgaria 128[

6. Folang
In January 1956, the Polish firm CEKOP secured a contract

SECRET
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from Sendi Arabis, Syrie snd Jordsn to survey the vecsmstruction of the
Hejaz Hallroad. The contraet——§$445,000--secured in competition agairst
Western bidders, was far below Western bids and repert «dly would not
bave enversd the contractor's costs. ML/ The aorirect was eubsequently
cancelled when Saudd Arabia refused to permit the Poligh bechnicians
o enber thet couwtyry. Ten of the Polish technicians remeinred in Syria
and are prepering an offer for the survey of the Latekias-Alappo-dezirah
Reilread. 143/
Ve Bumnds

Shertly before the opening of the Damaacus Fair in Scptember
1956, Gheorgs Audrasou, Direstor of the Rumanian pavilion, expressed
an interest in assisting Syria in construction of vement planis at
Hams end Hems and in the expsnsion of the railrosd faoilities in the

Aeppe-lataktia ares. 43S
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The prospect of Bloc erosion of Western influence in the Middla
Eegt petrolewm industry, which could resuit from Bloe construction of
a major petroleum refinery in Syria, hag ceused considersble concern
among Western officials. The United States Government considered the
eituation serious erough to warrant increasing P.L. 480 aasistance to
certain Weatern govermments if they would agree to subsidize any bid
extonded by their domestic firms. 1447 The refinery beoceme & major
Egust-Woat economic issue.

Under an sgreement concluded late in 1935, the IFC agreed to
provide Syriz with 600,000 tons of erude oil annuelly st redueced mrices.
The USSR jmmedistely offersd to construct 2 refinvery at a nominal price
to process the orude oil., 145/ PFressuwre from left-wing elements in
Syriz then forsed the government to include the construstion of & refinery
with an annual capacity of cne million tons in its Six-Year Developmental
Budget. The Syrien FPetroleum Institute was crsated to draw up specifica-
tione and @all for bids on the project.

In addition to the rather nebulous Soviet bid, Czechoalovakie
reglsterad a firm bid and on 20 February 1956 it was rumored that the
Czech bid was sccepted in principle. }46/ In Mareh 1956 a group of Czech

peiroleum axperts arrived in Damascus eand atsted that Czechoslovakia could

somplete the refinery in two years. 147/ 25

25
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In sddition to the Saviot and Czech bids, the Syrian Sovern-
ment received bids from firms in the United Kingdom, France, West Germany,
Italy, Yugoslavia and the United States. 149/ The Syrian Minister of
Fublic Works established an advisory group consisting of one represen
tative each from Czechoslovakiae, Egypt and the United Kingdom to study
the bida and provide technical advice. 159/

By mid=July 1956, the bids under consideration were narrowed to
those from Czechoslovakia and Procon, a US-UK firm, Both placed bids of
approximetely $15.7 million but the Procon plans were considered to be
technically superior. 151/ Csechoslovekie, however, subsequently lowered
ite bid. 152/ Procon refused to engage in @ "Dutch auction” with the
Czochs and was unwilling to place a lowser bid without 2 provision for an
estelation clause to compensate for any future increase in labor and
material costs. 153/ Yielding to U.S. governmental pressurs, hovever,
PFrocon presented a firm bid, offering to aécept 10 pervaent one year after
the éontraetg 10 percent upon coﬁpletion of work and 80 perceni over 7
years at & low rate of interest. L54/ The Cszechs had offered to accept
50 percent upon completion and the balance over 5 yesrs. 155/

With the outbreak of hostilities in the Middie Fest end anti-
Western sentiment at a peak, public pressure mounted for an award to
Czechoslovakia, Seeking to find some grounds for compromise beosuss of
the technical inferiority of the Csech specificetion, the Minigter of
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Public Works attempted to have the Clechsb construct the basic facilities
($12-13 miliion) end either the West Cermans or Italianz construct the
highly canf.:lex cracking facilities ($2-3 million). 156/ The Wast Germans
and ITtalisns refused to agree to cooperate with the Cszechs on any construc-
tion project. 157/ The United States offered to incresse its 1957 fiscal-
year aid to Ttsly if the Italian Governmwent would lend up to $11 millicn
to an Italian consortium which considered placing a new bid for the entire
project. 158/

In the meantime there were reports in the Syrian press thet the |
Czechs had presented a new offer to bulld the complete refinery with the
USSR providing technicel ald and a catelytic cracking unit, 159/ In
late Ovtober 1956, a 3-msn Csech delegation arrived in Daascus and pressured
left-wing elements into calling for an award to Csechoslowakis. It was
rumored that the Czech bid had agein been lowored. 160/

By ths end of November 1956, it became apparent that the award
of the contrast would be based principally upon political considerations.
The Syrian Csbinet was split between & majority in fevor of awarding the
sontract to Csechoslovakia snd & dissenting .gmup—minehﬁing the Minigter
of Public Works, who 1s responsible for signing the contract. j61/ By
the end of 1556, however, the Cabinet was reorganized and & Minister of
Pablic Works favorably diaposed to en award of the contract to the Czechs
was appointed., The new Minister stated thet the Czechs had lowered their
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bid by 7 percent and were willing to accept Syrian pourds es peyment. 162/
President Quwatli informed Procon that the refinery was now a political
issus and would probably determine Syria's future political inelinations,
but that a lower bid by Procon might influence the deciaien. 163/ Procon
claimed it had lowered its bid as much as was econcmically femsible and
that further consideration was useless since it was 1liksly that Cgecheslo-
vakia would again lower its bid. 164/ On March 16, 1957, the Minister
of Public Works annmounced that the contract had been awarded to Czechoslo-
vakiz ., The construction is expected to take 27 months snd entaeil a
forelgn exchange cost of about $15 million. 165/ Syria will be required
to pay 10 percent upon signature of the agreement. 15 percent within three
months after sigrature, 10 percent when the refinery commences operations,
and the balance in seven equal installments ending 30 June 1966. The loan
carries an interest rate of 3 percent on the unpsid balance. 166/A1though
the price was not substantially lower than the Procon bid ¢ Iresident
Quuwatli claimed that the Czech offer had several adventages. In addition
to & lower price, the Czechs required a lower interest rate, were willing
to accept payment in Syrian goods, gusranteed Quality equal to Western
procesges, and were willing tc postpone payment of Syrim's arms indebted-
ness to Czechoslovakia. 167/ Prime Minister Asali stated that 70 percent
of the price was payable in Syrian merchendise. 168/ The Csechs elso
were reporied to be willing to revise the Syro-Csech trade sgreenent. as
desired by Syris, to provide needed spere parts for military equipment,
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and to furnish additional arms whenever requested. 169/

Although the contrmct has been awarded to Czechoslovakia, the
issue still sppears to be unsettled. The award of the contract occurred
at the same time that a struggle for power developed between right and

left-wing factions in the government. 170/ It may well be that the

awvard precipitated this crisis in the Syrian government.
E. Scholarships

Within the framawork of trade and cultural egrssments with
the Bloc, a clause is generally included which provideaz for esconomic
and technicel assistance. One device used by the Bloc to provide tech-
nical assistance is the extension of scholarships to students and pro-
fessicnals for study in the Bloe. Syrie has an agreement with the USSR
for general asslstance within the field of education end has offered
scholarships to professors who desire ‘o specialize in the studies of
the use of atomic energy, 17)/ In addition, scholarships have been
offersd for the study of language and literaturs in the USSR, 172/

Caechoslovekia has extended thirty-five scholarships and
Poland five scholarships for the study of engineering, mwethematiszs,
physics and chemistry. 173/ FEast Germany offered fifteen scholarships
and Bulgaria three for technical, scientific and liberal arts studies

in those countriss. 174/
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V. GCoaslusions

Syria's sconomic relaticns vith the Western world bave been pro-
foundly disturbed by the Soviet Bloc's arrival on the scene as an activs
politicsl and economic force, In Syria, the USSR has succeeded in
synthesizing Arad nationalism with Soviet imperialism into an anti-
Hostern force not squalled elsewhere in the non-communist world. Az a
result, Syria has woved slowly but steadily to the left. The growth
of left-wing perties in itself has not been particulsrly spectacular
and communist ideology sapparently has not been a aignificant facter in
domsstlic economic policy. However, the leasders in Syria, and other Arab
countries have hammered sc bard on the anti-Western colonialism and
anti-Israeli themes that economic relatlons between Syria and the Wes-
tern countries have been. sericusly affected.

Political instabllity in Syria has adverssly affected not only
Syrisn plens for economic development but the daily operation of the
aconomy itself. Govermment policy is now characterized by extreme
econsmic nationslism, and the Isreseil problem has influenced many eco-
nonic decisiona. The basically conservative Syrian businsss community
has been outshouted by domestic politicel elements, sc that meny business-
men have been forced to turn to the Bloc in order to remsin in business.
Political considerations have profoundiy affected Syria's pattern ef

foreign trade, and eccnomic relaticns with Francz and the United Kingdom—
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heretofore two «f Syria's most important trading partners--are almost
at & stsndatiil,

Syria's economic development must be besed upon large-scale invest-

‘ment in agriculture, public utilities and varicus social undertakings

that will not be produstive in the imediate futura. In addition,

mich effort witl necessarily be channeled into enterprises which con-
stitute the indispensable basis of development--railroads, highwvays,
electric powsr. The indirect characster of the benefite scoruing from
them, the shesr magnitude of the necessary lnvestment, or the extent of

the risks invoived, requires government sponsorship of these undertakings .

The very nature of these public undertakings, morsover, lies in thedr
long-run character; and private investment in a situatisn fraught with
uncertainties would rather wait upon than assist in the completien of
most of these large-scale undertakings. The violence done to foreign
investments through destruction of property and nationslizstion has
caused Westorn capital to shy away from further iuvolvement in Syrie.
Yot, Syria must attrect foreign capitai. Ons of ths ironies of
the present situation iz that Syria depends upon Western markets for ths
sale of ite products and for capltal to invest in developmental echemes,
and yet Syrisa has become openly hostile to the West, snd fears its

poiitical and economic penetration,
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The Sino-Soviet Bioc does not appear willing to become an alter-
native scurce of capital to which Syria carn turn. There is nothing to
indicate thet the USSR ig prepared to risk extending large-scale loans
or grante tu Syria, or to seriocusly negotiate the general offers of
assistance made by delegations and missions which have visited Syria.
Domestic eccnomic difficulties in Comrunist China and the European
Satellites meke them questionable sources of sizeable quantitics of
future invostment capital, although some, espesially Cuechoslovakis and
Fast Germany, may be expected to continue to cbizin sonatruction contracts
in Syria. Indeed, it would appear that the USSR has besn setting the
propagands stage for economis assistance and then sending the Satellites
to do the actusl negotiating. The petroleum refinery is an exemple of
this techniqus.

Rather than essist in Syrian economic development, the econcmic
and political activities of the Bloc have served to bring Syrie close
to financial collapse through the disruption of trade with the Hest
and inereased military expenditures.

Should Syria survive the present politicel and aconcmic ferment
1t will still face merious long-range economic probiems. The expansion
of agricultural production ae envisaged in development plans may weil
fail to provide an adequate solution. Syria is presently a surplus
eotton and carecals producer and as other underdeveloped-egricul tural
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sountries expand production, Syrian commodities will meet incressing

competition on world markets. The USSR itself plans to expand ocotton
produstion by about 330,000 tons annually by 1962, 188/ This expan-
sion alone is more than Syrie by total produstion ef ¢ntiono

Although trade between Syria end the Blo¢ may be sxpested to ex-
pand, an econcmic foundation for a lsrge-soale expansion of trade with
the Bloec does not presently exist. The Syriana might be willing to
expand their purchases of industrisl commedities from the Bloe, but the
economic difficuities in Emstern Europs will compsl theas countries to
seek an expansion of trade with sountries which @an solve their immadiate
sconomic problems.

The Bloz will probably continue to exert @@onon;@ preggure upon
Syria with offers to expand trade cnd assistance for Syvie's econcmic
development program. It is probable that the Blos will continue to
undertsks construction projects and, as long as tonsion sxists in the

eroa, continue 1o provide Syria with arma.
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Table 8
Srian Balenqzmﬁ_mrm&iiw yments, 1973-
(us million ’

1953 B | N
Commodities and
Services
1s Impor'ts and Expot‘be 111&-:3 13596 159@? 18805
2 Transit rade 107 2.8
3«: T()\lriﬁm l&uz 607 506 1.906
he 031} Companles 13. 11.2
5. Miscellaneous .28 _ 14 ke
Total (A ) 136.7  143.4 183.5 28,1
Grants and Remittances
1. Emigrant remittances 2.8 2.8
2. UN grants to UNRW 2.8 _ 1.1
Total (B) 5:*6 399
Capital and Gold Movements
l. Private Sector 5.6 6.2
2, Banks 12.9 i3.8
3. IFM payments 1.1
4. Monetary Reserves — Ahob — 2.1
Total (C) 18.5  15.7 20.0 2.1
Errors and Cmissions DI Py 4 2.8 S
Total (A-D) 160.8 160,28 210.2 210,2
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Iable 9
Strian Develommental Budget
1955 - 1961 '
($us 000)
Rew Expenditures
Administrative Expensea f
Investmenta in Semi-Autonomous Lot
Government Projects 2,301
Irrigation Frogram 24,505
Road FProgram ’
Construstion 8 5
Maintainance 8;,;16..25
Mrporte 7,564,
Iand Surveys 3§361
Migeellaneous Construction 14,596
Ministry of Defense A,%j&ﬁ

TOTAL NEW FROJECTS

Appropriaticns %o Existing Brojects 1.650
Approm:iationa to Exiating Commitments o
for Loans and Advences to Public

Projacte® ;
Additional Inveatment in Semi-Auto~ 48443
nomous Government Cerporations b, 202
Balances Not Yet Usad by Existing Projects
GHAND TOTAL

#»

Ineludes %S 80 willion for a petroleum refinery
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22,325
48:137
$86.,246
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{$ us coo)
_ 1954 .

Pareent ? months Porcent
of Totsl 1956 of Total

CATAL TRADE 308,030 ie 322,247 100 196,522 10
feor Trading Partners

4’691560 i ).9 E331
36,876 34,695
35,892 ] 14,802
27,370 15,502
25,998 16,171
23,472 14,222
17,751 10,766

9,907 6, 0bt;

9,680 8,934

4y 270 3,784
84,565 52,271

5 Fanse l&l 9126
aEDARNN ‘@?31451‘
Uniiad Kingdom 35.0M
United Siates 27, 5.8
Hest Germany 25,605
Itady 16,687
Irag 75752
Pelgium 14,515
Ssudl Ara%is 9,696
Hevheriancs 18,178
hers 5i,. 398

?jc;».\,;am’\wm [5x) »@E%ﬁ\“‘)
53 Mmmmﬁww%gg

TP b=d WO\ 1T = BB O

ha

ool Loopemy . Direetorate of Statistice, Statistical Abstract of Syria, 1955, Damascus,

5 v

- Natdonsl Foingsay, Dirsctorate of Statistics, Swmary of Foraign Trade, Damascus, 1956
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Table 11
Syrtan C
Major Commodities
1954 = 1955, Jen -~ Sep 1956
(111130n US §
1954 Jan-Sep 1956
" Parcent " Percent

Yelue  ofTotal  Vslue  ofZotal  Value  of Total
A2Z 30 10 e
z z 1

T Tt
Iraq
Lebanon

IS o
§ vn.nt; ‘w

United States
United Kingdom
West Germany

qta’cea o
&fegt Gormany

Silk and other vroducts
Italy
Prance

- United Kingdom
Union of South Afrisae

[P SN N ao Nfoa \»\urs wmwl’&f
n Lrice uabk‘é Nk Arwic &»b#-ﬂ Hmbk ﬁ

= =lon mnus NN DWW u#nb

L] o]

83 !ﬁnifstry of Na'r,ienafﬂ_ anomyﬁ Directorate of St ”ti atiss,
Damagcus, 1956; Sy
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Table i1
{C
{Continued) (M11lion s $
Exmorta 1954 1955 Jan-Sep 1956
Percant Porcent Perzent
Yalye ‘of Total Yalue I Yalue of Total
Y
Ra 3 27 86 43 25 26
France 19 27 3l
United Kingdom 6 8 2
Italy 3 10 3
Hool 8 2 2 Z Z Iz
L United States 5 5 4
i Lebanon 1 2 2
; 8 5 8 & § 6
Lebanon 6 8 5
e i % 2 2
Lebanon 1 2 2 1-
United Kingdom - i
Lebanon 8 13 0.3 2 '%8 2L
United Kingdom 1 e -
Barley 2 18 2 i
Denmark 4 - 3
Lsbhanon 1 0.3 1
$05 1 = £S 3,57
Source: Ministry of National Econony, Direetorate of Statistics, Statistical X 39
Damascus, 1956; Summar raign Trads, Firgt Nine Montha of 1956, Damas us 195'% )
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Svrien Trade with the Sino Soviet Blog
1954, 1955, 1956 (9 months)

Total Total Percent
Trade Bloc.  of Total  (Csechoslovakiz  Satellites

Imports 176,067 4y TTT 2.7 1,692 2,744y
Exports 129,37, 1,112 0.8 130

>
Total 305,441 5,889 1.9 1,697 2,87L

Imports 188,024 55 51= 2.9 2,400 25774
Exports 131,539 1,625 1,280 180
Total 319,563 7,037 2.2 3,680 2,954

dan=-Sep 1955
Imports 92,439 2,402 2.6 1,127 1,107
Exports 84,512 1,266 1.5 951 is51
Total 76,9351 3,668 2.1 2,078 1,258

Jan-3ep 1956
Inports 98,179 2,132 3.2 1,201 1,873
Exports 969702 109@?8 1666 3912#9 15253 -
Total 194,881 7,610 3.9 4y350 3,126 a

| Sources Ministry of National Economy, Directorats of Statistics, Statisticel Abstract of Syris 1955,

Dapascus, 1954 ;
Ministry of Nationsl Economy, Directorate of Statistice, Summary of Foreign Trade, First
nine montha 1956, Damascus, 1957
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APPENDIX B
Sino-Soviet Bloc Participation in the Damsscus
internat Trade Fairs
1954-1956
Country 1256
USSR Tractors No exhibit Oil-refining equipment -
Agricultural Ores
machinery Chemicals
Machine tools Agricultural equipment
Textile machinery Irrigation equipment
Electrical equipment Sugar refineries
Automobiles Grain elevators
Textile fabrics Food-processing plants
Petrolsum products Diesel engines
Timber products Road-building equipment
Construction and Textile products
road-building Machine tools
machinery
Communist China Machine tocls Pumping equip- Machine tools
Medical equip- ment Printing machinery
ment Electrieal equip- Textile machinery
Foodstuffs nent Electrical squipment
Engines Construction Iron and Steel products
Textile machinery machinery Radios
Electrical equip- Diesel ¢ngines Bicycles
ment Mining equip- Textile products
Rubber products ment Pumping equipment
Bearings Machine tools Tes
Bicycles Focdatuffs Agricultural products
Sewing machines Pharmaceuticals
Czechoslovakia Diesel engines Diesel aongines Tractors
Tractors Mining equip- Glaasware
Pumping equip- ment Textile machinery
ment Construction Farniture
Motorcycles equipment,
SECRET
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Country

Czechoslovakia
(Continued)

Hungary

Bulgaris

Jewelry Tractors
Furniture Trucks
Hunting equip- Motorcyclss
ment Machine tools
Machine tools Electrical equip-
ment
Sporting equip-
ment
Automobiles
Pumping equip-
ment
Jowelry
Glassware
¥Woud=vorking Flectricsl
equirment mechinery
Textiles Machine tools
Freight-loading Communications
squipmant equipment
Buses Textiles
Electrical equip~ Sporting goods
ment Pharmaceuticsls
Tractors Motorcycles
Housewares Trucks
Railread equip- Construction
ment machinery
Machine tools
Lumber products No exhiibit
Agricultural
machinery
Industrial
machinery
SECRET :

1956

Hotors

Trucks and buses
Diesel pumps
HMotorcycles
Precision instruments
Frinting machinery
Shoes machinery
Musical instrumsnts

Hotorcyclss

Machine tools

Precision instruments
Textile machinery
Electrical equipment
Motion picture equipment
Textile products

Diesel sngines

Varicus consumer goods

Agricultural machinery
Lumbsr products

Orza

Agrieultural products
Machine toole

Textile products
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APPENDIX B Continued

— e 80P Commodities Displeyed e

Country 1954 1355 1956
East Germany No pavilion but Agricultural Pood-processing
exhibited IFA machinery machinery
automobiles Automobiles Pumping equipment
and delivery Electrical Classware
wagons machinery Jewelry
Machine tools Optical equipment
Chemicals Cement-mixing machines
Various consumer
goods
Poland No exhibit Machine tools Trucks
Automobiles Canned foods
Agricultural
machinery
Motorcycles

Irrigation and
pwiping ecuip-
ment

Mining equip-
nent

Textile fabrics

Precision instru-

ments
Steel products
Medical eguip-
Hant
Housshold
utensils
Sporting goods
Rumania Ho exhibit No exhibit Cement
Glassware
Agriculiural products
Mining equipment
Machine teools
Wood products
Building materials
Chemicals
Pharmaceuticals
Housewares
. SECRET
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or C as Diy ad
Country 1924 1235
Albania No exhibit No exhibit
SECRET

1926

Textile products
Mineral products
Building materisls
Beverages, tobacco
Leather products
0il products

25X
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Acpendix G

Syrien Trade Agreements with the Sino-Soviet Blos

Period Covered YValue
Sep 1956-Sep
1957

June 1956~
June 1957

Nov 1955-

Nov 1956

Nov 1955
Nov 1956

Syrian agricultural pro-
ducts for Albanisn soal
and asphalt

Syrian agrizulturel

products for Bulgerian -
industrial rav materials
and Iindustriel products

Syria exporta-cottion,
tobaseo, wool, cereal.
01l seeds, silk and
rayon textiles. China
exporta-machinery, tex-
tiles, antimony, liquors,
vines, chemicals

Syria exporta-cction,
grain, oil seceds, oils,
dried fruit, teobaces,
wocl. East Germany
exporta-rachinery and
transport equipment,
medical equipment,
matal and chemical
products, photographie
equipment

SECRET

Payments

% 250,000 swing
1imit

A1l peyments in
Syrian pounds

Other
Jmportant Clauses Remarks
First
agresment

Firat
agraenant

Most-favored=

nation treatment
Establishment of
permanent delegations

Most-favored-nation First
treatment, Estab- agreement
lishment of per=

manent agencies

Automatic renewel

First
agreement

Most-favored-na=
tion treatment

through a speciel Establishment of

account.
million swing

%S 1.5 permanent egenciss

Autonatic rencwal
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Blog Countrv  Papiod Covered

Cgzechoalovakia Mar 1953
Mar 1954

Mar 1954~
Mar 1955

Mar 1955«
Mar 1956

May 1956-
May 1957

Ost 1955
Oct 1956

. 510 million
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{Continued )

Commedities Fxphanged

Syria exports-hides, cotton,
fiber, agricultural pro=
ducts, Czechoglovakia
exporte=industrial and
agricultural equipment,
elecirical equipment

Syrian exporta-cotton,
wool, grain, olive oil,
leather; Hungarian
exports<hsavy industrial
goods, electrical equip-
ment, chenical produsts

Syrian sxporta-cotion,
fruits; grain; textiles,

(38‘53)
wol. Polish exports-
machinery, metal goods,
steel produsts, autos,
textiles, cement,
chomicals

SECRET

76

Paymenta Other
Arzangements

Payments as
provided in
private contracts;
countries auth-
orize tranafer of
currencies

Automatic renewal

Clearing sccount Mogt=favorsd-na-
in U3 dolilsrs tion treatwent
in both banks; Automatic reneval
$750,000 awing :

1imit; excess

payable in dollars on

demsnd; balance

at expiration
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First
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Pirat
agresment
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{Continued
Fayments Other

Somedities Pxchanged Arrangements JImportent Clauses Remarks

Syrian exporta-cotton, $300,000 swing  Most-favored-ns-  First
seed oil, tobaeco, hides. limit tion treatment agreement
Rumanian exports-timbsr, Establishment of

peper, maghinery, chem- permanent delagations
ieals, patroleun producta.

Nov 1955= 4 Syrian exports-cotten, &S 300,000 swing Mest-favored-nz=  First
Nev 1956 tobseco, oil seeds, wool. }imit; imbelance tlon treatment agreensnt
USSR exports-indusirial sattlement in Automatie runewal
produeta, agricuitursl goods within six
wachinery, vehicles months of ter=
mination

SECKET
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Shukri Aswad
(Aleppo)

Attar, Mansour & Cu,

Yahya,Aylsh & Co.

Abdallsh Chehine

Iagat Diarbalirli

Al-Fallsh Agricultural Machinery Co.
Ehalik Fatisl & Sons

Ghandour & Habbal

(Aleppo, Hamae, Letakia)

Antoine & George Channage

Ahmed Harastani
Ehoury & Co.

{Aleppo)
Nacceche Bros.

Flie Kafash & Co.
Zaki Mahfous HNashid

Lambros Papasrandes
Rafleh Shaghuri & Co.
Yassin Tabbas
Mahjoub & Lababidi
Joseph Hayyal
Iahhan Freres
Malass et Kanafani
Naggash Freres
Sawwa?f Freros
Maison Ara et Cie
(Aleppo)
Adel Mondia Co.

.

Leather squipment
Bicycles

Machine tocls

Auto squipment
Telephone eguipment
Motorcyeles and bicyeles
Mugical instruments
Furniture

Water pumps

Furniture, textiles
Skoda and Taetra vehicles

Vachine tools

Agricultural machinery
Pumping equipment

Medieal equipment

Leather gouds

Sporting equipment
Glasgware, porcelsin fixtures
Chinaware .

Artificial flowers

Jowelry, glasmware

Radio recelving sets
Electrie motore, flour mills
Canned foods, beer

Buttons

Bicycles, motorcycles

Tire pumpz and accessories
Sewing mechines

Bathroom fixtures
Chinswars, bathroom finztures
Textiles

Frotographic equiprment

Sewing machines

25X
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Zaccache Bros,

Bayhum, Ajemi, XKitabi et Cle

(81oppo)
Tewfig Sanadili

Eastern Economic Devalopment Corp.

Alepro

Ara and Co.
Zahid R, Flien
Muri Hneldi & Co.
Kategz’aph Co,

Hams
Hnfex, Haehweh & Dirgham

Termanini & Zihrawl
{Homy)

Deir—es-Zor
Abd al-Bagi Jewd & Broa.

Rislan & Shahin

Continued)

Building wmaterials
Machinery, motors

Skoda automobiles
Textile machinery

Fhotographie equipment
Precision instruments
Electrical equipment
Motoroycles, bicycles
Printing equipment

Refrigerators, heavy road
construction equipment,
washing mechines.
Motoreyelee and bicycles

Refrigerators, heavy road
construction equipment,
washing machines
Hotoreycles, bicycles

Motoreyoles, bicycies
Refrigerators, washing
machines, heavy road con-
struction equipment

Refrigerators, wvashing
machines, heavy road buliding
equimtn
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A.n?mm.%
Cont td

latekia
Muhamwad Seid Shreiqi

Toufik Senedilki

Sewwa] Freres

Khalil Fattal ot Fils

Marcel Karah

Hisham Hagan Jaffan

Majid Kuabari

Maigon Marawl

Dmar Fawsi sl-Wafai
(Aleppo )

Finan Magali

Nazih Tursbayn

Photo Dersi”

Arts et Musious

Shefig Nahag

Abd-al-Karim Naji al-Magaesni

Nicola and Musa Debai

Aleppo

Hinkieh Freves
Elfan st Rabbath

SECRET

Motoreyeles, bicycles

Trectors, refrigerators
Road construction equipment
Agricultural eguipment

Photographic equipzent

Rugs, kitchenware

Optical equirment

Textilesn

Watches, caleulating meackines
Typeuriters

Adding machines

Dental equipment

Rubbsr products
Printing ecuipment
Motion plcture equipment
Mugicel instruments
Textile machinery
Motoreycles

Drugs

Foodatuffs
Writing equipment
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Continued )

Khalil Fattal & Sons Pharmaceuticals
Furniture
Textile products
Rubber products

Hardware
Jo Suwayd Medical instruments
Sekkatex Buses

Arab Trading and Engineering Compsany Medical equipment
Freciszion instruments

Sayjal-Din Tabbekh Motoreycles

Sawvwah & Co. Bicycles, motion plcture
equipment

George & Antoun Abannage Machine tools

Hesan Mgher Hamwieh Redios

Khouri, Seoumeh & Co, Sewing machines, kitchenware,

electrical equipment

Eaetern Trading and Agency Co.
Baghadl & Accad

Haffer & Mallas

Jallad Muhammad Hani

Bitar Co.

Mulbaki Co,

Suscar Co.

Eastern Trading and Agency Co.
Baghir & Mustafa Har
Elian Rabbat

Avedis Milletbschian

SECRET
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Nicolas Matug - Damescus Wood products

Masyma, Khatar & Co, Flour mills

Ealei Bros. -- Damascus Varicus industriel and agri-
cultural machinery

Ceorge Uhwmyshig Automsbiles
Gegoral
Syrian 0il Refining and Distributing
Company Petroleum products
Nagih al-Hakim {El-Safeer Agency) Ceordinating Bloc advertising
’ SECRET

pX1
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SECREY
APFENDIX ®
Sinc-Bovict Blisg Toonomis Assistance %o Svris, 1955. 36

{Contrasts and Offers)

Bleg Country
Czechoslovakia

Zolssk

Sugar refinery including dis-

tillery, power plant and

other auxiliary unite. 189/ v
China factory 190/ U

Cement plants )91/ Twop ostimated cost at 2.2
sach

Engineering survey 192/ Hama cement plant ($3,000)
Alrport 193/ Demsscus International Airport
Railreed 194/ Latakia-Aleppo=Jezirah

83
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(Midliom $U.S.)
Fast Cermany Cemsnt plant 198/ Homs; 200 tons dally capacity U
Cement plant 19%/ Aleppo; 600 tons dsily capacity,
price coi.f. Beirut; delivery
completed within 15 months 1.3
Weaving mill 198/ ‘ U ' ol
Textile factory 199/ U o5
Machinery for a textile ’ ‘
factory 200/ Delivery during 1956 3
Cotton spinning mill 201/ Aleppos 3,800 spindles o5
Shoe factory 202/ Output of 500 pairs daily o1
Cotton-spinning mill 203/ U )
Hydroslsetric plant 204/ Hama ol
Aluminum plant 205/ U u
Hunitions plant 208/ Hanufacturs of 20 ma shells
and grenade casings U
Railroed 207/ Latakia-Aleppo
, 2.8 o
SECR!
P5X1
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441140n $U.S.)
Bloc Country  Project » s. Contrgct offer
Hungary Flour mills 208/ Aleppo-one 60-ton wheat faour

mill

Homs-cne 90-ton wheat flour mill
Homs-one 100=-ten wheat flour mill

Highway 209/ Probably Aleppo-Jezirash
Grain elevators 210/ _ Northern Syria; princi

pally
Latakia; 17 Oct 56; completion
in 14 months

Geological survey 211/ To be completed in 4 ysars;
employ 40 technicians

Military barracks 212/ To be constructed in lLatakis
Military airfield 213/ To be constructed at Dumsyr

Damascus Internationsl
Afrport 214/

MINIMUM TOTAL
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